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FLASH FOR WEEK ENDING July 15, 1983 



I. LEGAL 


1. EEC 

a) EH spoke on July 11 with Mr. van Voorst of Andriessen's Cabinet 
inquiring as to response to the meeting of May 10.. Van Voorst 
indicated that we could receive the response before the end of 
July. The delay was attributed to Mr. Andriessen's desire to 
have the legal service and his department reply to some 
questions, and to being occupied with the the steel industry in 
Europe. He stated that the response may come via Mr. Caspari. 
In practical terms, in view of vacations in August, it is not, 
.expected now that any response will come before September. 


b) Mr. J. Crawford (of the Surrey & Morse - Paris office) had a 
meeting with Messrs, de la Laurency and Ricoud, who are French 
representatives to the EEC Consultative Committee. No names 
were mentioned, however it has been determined that it would not 
be out of order to contact them if we choose to do so, at the 
appropriate time. 


2. GERMANY 

a) The Berlin Court of Appeals issued its decision on July 1, 1983 
upholding the order of the German Federal Cartel Office, with a 
modified wording that provided that the "deemed merger" between 
Philip Morr is Germany, and B rinkmann A.G. was prohibited. ..The 
order was limited to removing the effect on the German cigarette 
market. 
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b) A meeting; was held with Rembrandt in London on July 6, 1983. 
Present were Messrs, du Plessis, Ridley, Bellamy, Nicholson, 
Axster, Dulles, Mockridge, Holley and Houminer. It was agreed 
that we will wait for more details on the ruling before any 
decision is made to appeal. and therefore no immediate action 
will be taken. 

The Berlin decision has attracted interest in the press 
including articles in the Wall Street Journal (European 
Edition), the International Hearld Tribune, as well as 
newspapers in Germany, but very little in Belgium, Holland and 
France. 

c) We have learned that the U.S. State Department has received a 
three-page report on the hearing prepared by the observers who 
who attended the hearing (Mr. Jurecky and Miss Pettee). 


3. LONDON MEETING WITH REMBRANDT 

The following other matters were discussed at the July 6, 1983 
meeting with Rembrandt in London : 

• - Rembrandt advise d that they do not agree, with o ur propnga1_rm 
the implementation of Clause 5 of the agreement , and they have 
been asked to give their written interpretation. 

RG was advised that we cannot accept their proposal whereby PM 
would redu ce its equity in RTH to..49. 9 5% . and its voting power to 

24.95% . . v ' »ww 

RG was provided with our paper detailing "swap" . No specific 
proposal was made other than to discuss in general some of the 
relates issues (Panel, votes, etc.). RG will need to study this 
complex subject, before any reaction can be expected. 

It was agreed that the paper prepared bv Hill Samuel, concerning 
the strategy on an eventual approach to the Panel to convert 
Bonds , is useful and appropriate. 
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4. AUSTRALIA 

We have received reports that Reynolds . js active in 

in trying to revive oppo-^-L^inn to the PM/Rembrandt transact-. nn hv 
the Trade Practices Commission and the Foreign Investment Review 
Board. A newspaper article on the subject is likely to appear this 
week in a magazine called "Australian Business". Further 
information is being sought. 


5. USA - SATIN TRADEMARK 

Rembrandt have advised that their appeal in the matter of the Satin 
trademark is now going to be heard by the Court of Appeals for the 
Federal Circuit. Their position has been strengthened by the fact 
that the Satin Leaf application, which was lost by the trademarks 
office has been.revived, approved and published. 


II. OPERATIONS 


1. EXPANDED TOBACCO 

On July 7, 1983, H. Schildwaechter of PM GmbH wrote to Brinkmann 
. wit b a , fi c m-offpr (valid to December 31, 1984) to expand cut ray at 
DM 3 per kilo and strips at DM 3.20 per kilo. Response is awaited. 


III. PLANNING 


1. PIPE TOBACCO LICENCE - USA 

On July 4. 1983..—PM sen t Rembrandt a draft letter of our proposal 
regarding the agreement betwee n Rembrandt and PM which covers the 
Rembrandt tradem arks for... pipe toba c-co._lp_.the US . The agreement 
provides for PM to .sub-licence to Pinkerton from January 1. 1984 to 

December 31. 1984 and su bsequently.to consid er granting the license 

for future years to Lane . 
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IV. FINANCIAL 


1. UNIT VOLUME 

T. Roux advised that RI's unit volume for Mav was down 3.1% 
compared with May 1982. The two months vear-to-date was down 6.9% 
compared with the same period last year. The twelve month running 
total ending Mav 31. 1983 wag Hmjn ^-0% r>ypr the same period last 
year. Germany was again a major factor in the volume decline, with 
volume in\May 1983 dropping 31.3% from 1,77 billion last year to 
1.21 billion chis year. Volume was down in the Netherlands , 
however was up. 12.5% in France and up 7% in Belgium. 


2. "BENCHMARK" SURVEY 

J. du Plessis was given a letter on July 6, 1983 formally 
requesting financial and other data we need to complete the 
"Benchmark" Survey . We can complete the survey ourselves^ for about 
10 companies based on published data, however, information is still 
required for some 70 companies. If RI does not comply with the 
■ request, estimates will have to be used. The Department of 
Commerce does not permit any exemption from filing for these 
companies. 


3. BOYCOTT LETTER 

On July 12 Philip Morris wrote to RTH, c/o Mr. du Plessis formally 
requesting RTH to contact RI requesting the provision of data 
needed by PM in order to comply with U.S. legislation. 


4. RI RESULTS FOR QUARTER ENDING 31 MARCH 1983 (in US currency) 

1983 1982 


Gross operating revenue 
Contribution from fully-owned , 
affiliates CV-dL l 

Share in associate companies 
Total contributions 
Tax (1983 - credit) 

Profit 

Minority interests 
Net profit 

PM's share (21.885%) t/.fvr 
1 / 

Mfv lP* 


A_ 


$ 1.5 (bn) 

C$ 3i. 9 j J^mLo)- 
$~~TCF. 8 (mio) 
$ 14.7 (mio) 
$ 8.5 (mio) 

$ 23.2 (mio) 
$ 5.9 (mio) 

$ 17.3 (mio) 

$ 3.8 (mio) 


$ 1.1 (bn) 

$... 3A ._6 “TmTo T 
$ 7.0 (mio) 

$ 41.6 (mio) 
~~ 8.0 (mio) 

$ 33.6 (mio) 
3.2 (mio) 
$ 30.4 (mio) 

$ 6.7 (mio) 


!u 
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The main reason for the decline was a reported $ 21.0 (mio) 
provision for Brinkmann . A Lgx credit of $ 8.5 (mio) was available 
this period against a tax charge of $ 8.0 mio last year. The 
credit is believed to come from release of provisions in the U.K. 

Year to date, for the first six months of 1983 r PM's share in RI's 
US Dollars net profits is $ 10.8 mio, on line with budget. 


5. RI RESULTS FOR 1982/83 

RI announced on July 12 the following results for the financial 
year ended 31/3/83 : 


Revenues - £ 3.412 bio 

Profit before tax and minorities 

Last year 

£ 

£ 

£ 

£ 


£ 140.5 mio 
£ 105.2 mio 

47.8 mio 

21.8 mio 

70.9 mio 

49.9 mio 

- £ 30 mio favorable variance to last year 
(at the operating profit level 
Special provisions - £ 14.0 mio for rationalization at Brinkmann 

(also at the operating profit level). 


Tax 

Minorities 
Net income 
Last year 
Currency impact 


Dividend s : Final declared at net 4.0 pence per share. 


1981/82 

1982/83 


Interim Final Total 

1.15 3.25 4.40 

1.30 4.00 5.30 


Dividends increased by 20%, against a profit increase of 42.1%. 


6. RI FORECAST FOR 1983/84 

Thies Roux advised that RI' s £o r_ecast_._for. lLhe cur ren,t year is a 
drop of earnings to £ 61.3 mio. The main reason for the drop is 
the situation in Germany, although rationalization in Martin 
Brinkmann has been fully provided for. 
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7. RI'S RESULTS YEAR TO DATE 

Current financial year results, to end Mav . were reported to be 
a net profit of £ 5.1 mio. compared with £ 3.75 mio for the 
same two months last year. 


V. GENERAL 

1. RPM CANADA LIMITED 

RPM Canada Limited have announced the appointment of 
Mr. Douglas G. Bassett to the Board of Directors of the 
company. Mr. Bassett is President and Chief Executive Office 
of Baton Broadcasting Incorporated. 

2. SHARE PRICE 

Weeks of ' JUNE 24, 83 JULY 1, 83 

Rothmans International (Pounds) 

RI convertible Pounds/Bonds (DM) 

Dunhill (Pounds) 

- Carrolls (Irish Pounds) 

Tabacofina (BF) 

RPM Canada (Can.$) 

- Common 

- Preferred B 
Carling O'Keefe (Can.$) 

- Common 

- Preferred A 
RPM Australia (Aust.$) 

Rothmans Industries, N.Z. (NZ$) 

RPM Malaysia (Sing.$) 

Rothmans Industries Ltd (Sing.$) 


Regards. 

E. Houminer 


nip 

117p 

3411 

3691 

360p 

360p 

87p 

88p 

2855 

2855 

49 

n. a. 

13-3/8 

n«a • 

21-5/8 

n. a. 

23-3/4 

n. a. 

6.50 

6.50 

2.00 

2.00 

3.20 

3.20 

2.33 

2.32 
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